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RECENT CASES. 

Corporations — Contracts between Companies having same Directors 
— Bonds — Purchase by controlling Directors at Discount. — Coe v. East 
<S^ W. R. R. Co. of Alabama, and Grant v. Same, 52 Fed. Rep. 
531 (Ala.) This is another case that may help to establish the 
line between valid and void contracts between corporations having 
the same directors. The facts are as follows : A railroad com- 
pany leased a line belonging to an iron company, the considera- 
tion being the issue to it by the railroad company of certain stocks 
and bonds. The stockholders of the latter unanimously ratified 
the contract. The directors of the railroad company were at the 
same time directors and stockholders in the iron company. On a 
bill in equity to foreclose the whole mortgage of the railroad, the 
holders of certain of the bonds filed an auxiliary bill, praying that 
the bonds issued to the iron company be declared void in such 
foreclosure. The question was, How far is a contract between an 
agent acting for his principal and a third party valid, when the 
agent and the third party are really the same person ? The court 
seems to have entertained no doubt as to its validity in this case : 
"As a whole I find that the transaction was valid, the parties 
were able to contract, and did contract. There appears to have 
been no fraud or deceit between the consenting parties, nor any 
intentional overvaluation, and the consideration was as nearly 
adequate as could be expected under such circumstances. * * * 
I conclude therefore that the transactions are unimpeachable on 
the part of the complainants. " The apparent conflict between this 
ruling and the principle laid down in Morawetz (Priv. Corp. , Sec- 
tion 528) seems to have been explained by the fact that the action 
complained of was subsequently ratified by the stockholders. The 
opinion is supported by a number of cases. Another point worthy 
of mention regards the purchase by the directors of the company's 
bonds at a discount. By forbearing to collect interest on bonds 
and by advances they had become the company's creditors to a 
large amount, which the stockholders authorized to be paid by the 
issue of new bonds. The directors had previously resolved that 
such bonds should not be disposed of at less than sixty-five per 
cent of their par value, which was the rate at which they then 
took them in satisfaction of their claims. This transaction was 
also upheld. 



